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l. INTRODUCTION

In this Order, we provisionally adopt rules governing the
terms and conditions of standard offer service and the process
for selecting standard of fer providers.

The Legi slature has decided that all Miine electricity
consuners shall have the right to purchase generation services
from conpetitive providers beginning on March 1, 2000.! |n doing
so, the Legislature recognized that, at least initially, not al
consuners would want or be able to obtain generation fromthe
conpetitive market. Accordingly, the Act requires the
avai lability of “standard offer service” for all electricity
consuners. 35-A MR S. A 8 3212. This service elimnates the
need for consuners to i mredi ately select a conpetitive
electricity provider. As the conpetitive market matures and
consuners becone nore aware of industry changes, the Conm ssion
wi |l reevaluate the need and structure of standard offer service.
The Act specifies that standard offer service will remain
available to all electricity consuners at least until March 1
2005. 35-A MR S A 8§ 3212(4).

Section 3212 requires the Comm ssion to adopt rules
establishing (1) ternms and conditions for standard offer service
and (2) a bid process for the selection of standard offer service
providers. The ternms and conditions nmust include provisions for
custoner entry and exit, protections agai nst provider default,
appropriate rate designs, averaged prices, and credit and
col l ection practices. The selection process rules nust include
provisions for the necessary |load and credit data that utilities

'During the 1997 Legi sl ative session, the Miine Legislature
enacted P.L. 1997, Chapter 316, “An Act to Restructure the
State’s Electric Industry” (the Act). The Act is codified as
Chapter 32 of the Title 35-A (35-A MR S. A 88 3201-3217).
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are to make available to bidders, the duration of the standard
offer bids, limtations on utility affiliate bids, and provisions
to ensure equal access to utility information. The Act al so
requires the Comm ssion to consider nethods to ensure, to the
greatest extent possible, there are at |east three providers of
standard offer service in each utility service territory as |ong
as that does not result in "significant adverse rate inpacts."”
Finally, the Act specifies that the Comm ssion shall adm nister
the bid process and select the standard offer provider(s) for
each transm ssion and distribution (T&) service territory.

Both rules required by section 3212 are “mmj or substantive
rul es” as defined and governed by 5 MR S. A 88 8071-8074. W
have included both rules in the single chapter (301)
provi sionally adopted in this rulenmaking. Pursuant to the
process described in 5 MR S. A § 8072, the Legislature nust
review the provisional rule and authorize its final adoption
ei ther by approving it with or without change or by taking no
action.

I11. RULEMAKING PROCESS

On Septenber 30, 1997, we issued a Notice of Rul enmaking and
a proposed rule on standard offer terns and conditions and the
provi der selection process. Prior to initiating the fornmal
rul emaki ng process, we conducted an Inquiry in Docket No. 97-519
to obtain comments and proposals frominterested persons on al
aspects of the standard offer rule. The conmments obtained in the
I nquiry were constructive in the devel opnment of the proposed
rul e.

Consi stent with rul emaki ng procedures, interested persons
were provided an opportunity to file witten comments on the
proposed rule. The followi ng persons filed witten comments:
Mai ne El ectric Consuners Coalition (Coalition);? Central Mine
Power Conmpany (CMP); Bangor Hydro-El ectric Conpany (BHE); Mine
Public Service Conmpany (MPS); the Dirigo Electric Cooperative
(Dirigo);?® The Industrial Energy Consunmer Goup (lIECG; Mdison

The Public Advocate submitted the coments on behal f of the
Coal i ti on whose nenbers are: Anmerican Association of Retired
Persons; Mai ne Associ ati on of Interdependent Nei ghborhoods; Mine
Community Action Association; Coalition for Sensible Energy;
Kennebec Vall ey Community Action Project; Miine Public Advocate;
Conservati on Law Foundati on; | ndependent Energy Producers of
Mai ne; Maine Q| Deal ers Association; Industrial Energy Consuners
G oup; Maine Council of Senior Citizens; and Richard Rudol ph.

*The Dirigo Electric Cooperative nmenbers are: Eastern Miine
El ectric Cooperative, Fox Island Electric Cooperative, Houlton
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Paper Industries (MPl); County of Cunberland, and Enron Corp. In
addition to witten comments, the Conm ssion held a techni cal
conference to allow interested persons to discuss their conments
and to respond to questions regarding their positions.

The Conmm ssion appreciates the efforts of the interested
persons in providing coments on the many conpl ex issues invol ved
in inmplenmenting standard offer service. The conmments were
instrunmental in developing a rule that, in our view, pronotes the
| egi slative policies enbodied in the Act’s standard of fer
provi si ons.

I11. GENERAL POLICY AND OBJECTIVES

In our Notice of Rul enmaking, we stated two general
obj ectives that shoul d guide the provisions of a standard offer
rule. The first was that standard offer service, fromthe
custoner’s perspective, should resenble electric service now
avai lable fromexisting utilities. The second objective was that
t he bi ddi ng process should be as sinple as possi ble and desi gned
so that bids may be conpared easily and eval uated objectively.

After reviewi ng the coments on the proposed rule, we find
no reason to deviate fromthese two general objectives.
Accordingly, the rule we provisionally adopt today is designed so
t hat custoners who do not choose a conpetitive provider wll
obtain service that is simlar, in nost respects, to current
el ectric service. Such customers will continue to receive a
single bill fromtheir T& utility for both generation and T&D
services; the ternms and conditions, as well as credit, collection
and di sconnection practices, for all aspects of electric service
remai n subject to Comm ssion regulation; and standard offer
custoners continue to contact a single entity, the T& utility,
for questions and conplaints about their service. This general
design pronotes a snooth transition to a conpetitive environnent
by allowi ng custonmers who for any reason do not obtain service
froma conpetitive provider to continue to obtain service closely
resenbling their current service.

The provider selection rules are designed to produce
standard offer bids that can be objectively conpared and
eval uated. There will be no opportunity to submt bids that have
a wde variety of pricing and service approaches. As such, the
Comm ssion will not have to conpare, for exanple, a bid
containing the |l owest overall price with a bid that provides
greater benefits to a particular custoner class. Under the
provisional rule, the only variable for standard offer bid is

Wat er Conpany, Kennebunk Light and Power District, Mdison
El ectric Wrks, and Van Buren Light and Power District.
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price, thus making the evaluation of the bids sinple and
obj ecti ve.

IV. DISCUSSION OF PROVISIONAL RULE AND COMMENTS

In the follow ng sections, we discuss the provisions of the
provi sional rule, positions of commenters, and our rationale for
ei ther maintaining or nodifying the provisions of the proposed
rul e.

A Section 1: General Provisions and Definitions

Subsection A of section 1 states the scope of the rule.
Subsection B contains definitions; sone of the definitions are
contained in the statute (35-A MR S. A 8§ 3201) but are al so
included in the rule for conveni ence. Subsection C specifies the
custoners and the | oad for which standard offer service is
avai |l abl e, and provides that the service will be avail abl e at
| east until 2005.

MPI commented that the definition of core custoner
cl asses in subsection B is unclear and noted references in the
proposed rule to conpetitive provider that should instead refer
to conpetitive electricity provider. The provisional rule
incorporates MPI’'s latter, editorial corrections. However, we
di d not change or expand upon the definition of core custoner
cl asses. To the extent there is anbiguity about whether a cl ass
is core or optional, it will be resolved when the Conm ssion
designates core classes in the bill unbundling proceeding
required by 35-A MR S. A 8§ 3213(1).

Subsection C clarifies the | anguage contained in the
proposed rule in response to concerns expressed by the Coalition,
MPI and the I ECG that the rule not prohibit custoners that
self-generate a portion of their electricity fromreceiving
standard offer service. Such a prohibition was not contenpl ated.
The provisional rule clarifies this point by referring to the
custoner’s “total retail electricity purchases” rather than
“total load,” the termcontained in the proposed rule.

The provisional rule does not allow custoners to split
their retail electricity purchases between the standard offer and
conpetitive providers, except that custoners that have multiple
service accounts with the T& utility may take standard offer
service for individual accounts rather than for all their retai
purchases. This approach is admnistratively straightforward and
reduces opportunities for gam ng such as by stratifying | oad and
apportioning that with the highest cost to the standard offer.

Al'l owi ng such gam ng would likely increase the cost of standard
offer service for all custoners.
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MPI and the | ECG comrented that custonmers ought to be
abl e to purchase standard offer service for portions of their
total purchases. They noted that such flexibility could benefit
custoners and encourage themto gradually becone independent of
standard offer service. |ECG stated that proper rate design of
the standard offer should prevent gam ng. W do not disagree
with MPI's and | ECG s observations that allow ng custoners to
stratify their | oad between standard offer service and the
conpetitive market could benefit the custoners that do so.
However, it would be difficult, if not inpossible, to protect
ot her custonmers fromany resulting cost increases to standard
offer service. |If customers want flexibility or to test the
waters in the conpetitive market, they can exit and enter the
standard offer in whole |oad increnents pursuant to the
provi sions of section 2 of the rule. W also note that the
pur pose of the standard offer is to provide a transitional
service for those custonmers who are uninterested or unable to
enter the conpetitive market. It is inconsistent with this
purpose to allow custoners to be partially in the conpetitive
mar ket and partially on the standard offer.

B. Section 2: Rates, Charges and Procedures for lnitiating
and Terninating Standard O fer Service

1. Subsection A: Rates and Rate Schedul es

Subsection A contains provisions for rate
schedul es and describes the rate structure for standard offer
service. Paragraph 1 states that the rates for standard offer
service will be available for public inspection. Paragraphs 2
and 3 require a standard offer provider to use the custoner class
and rate structure that are currently contained in bundled
electric rates. Specifically, paragraphs 2 and 3 require
standard offer service prices to be a uniform percentage of each
unbundl ed generation rate elenment* of the T&D utility; utility
rates will be unbundled into generation and T&D conponents in a
future Conm ssion proceeding required by 35-A MR S. A 8§ 3213(1).
The provision is consistent with the objectives of designing
standard offer service to resenble present utility service and
establishing price as the only bid evaluation criterion.

Al t hough not noted by any commenter, paragraphs 2 and 3 of the
proposed rule were not conpletely consistent; the |anguage of
paragraph 2 suggested that the rate structure mrror the future
rat her than current structure. W have corrected this so that
the provisional rule clearly defines standard offer rate design
as descri bed above.

“For those cl asses that have di scounts pursuant to pricing
flexibility plans, the rate elenment for this purpose will be the
rate el ement cap
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Requiring standard offer service rates to be a
uni form percentage of the generation conponent of current rates
will elimnate opportunities to shift costs anong custoner
cl asses that purchase standard offer service. The rule renoves
the opportunity for standard offer bidding to favor certain
cl asses over others. It also enables the Commi ssion to easily
conpare and objectively eval uate proposals by renoving the need
or opportunity to judge bids on the basis of how particul ar
custonmers would fair in one proposal as opposed to another.

CWP expressed concerns about basing standard offer
rates on current rate design. No other person filed comments on
this provision. CMP noted that the rates of a T& utility m ght
be quite different fromthose currently in place for vertically
integrated service. According to CWP, having standard offer
rates in 2000 and thereafter that do not correlate with then
current T&D rates coul d confuse custoners, and be difficult to
adm nister and bill. W do not dispute CMP s observations.
However, the approach contained in the provisional rule is
wor kabl e and renai ns the best nmeans to adhere to the objectives
stated above. Although there may be benefits to CMP' s approach,
such as ease of adm nistration and custoner understanding, it is
not necessary to align standard offer rate design with that of
future T&D-only service.® Moreover, CMP s approach could cause
perverse outconmes, such as energy pricing that does not charge
based on the anobunt of energy consumed, or it could constrain the
design of efficient and equitable T& rates. We will be
cogni zant of CMP' s concerns as we unbundl e rates and design the
T&D rates that will take effect when retail access begins.

Par agraph 4 addresses standard offer rates in the
event the Conm ssion selects nore than one standard offer
provider. Section 3212(2) requires the Conm ssion to sel ect at
| east three standard offer providers in each T& utility service
territory, as long as doing so does not result in a significant
adverse rate inpact. The nmethod for determ ning whether there is
an adverse rate inpact and whether nore than one provider should
be selected is contained in section 8(C) of the rule. Paragraph
4 states that, if nore than one bidder is selected,

standard-offer rates will equal the weighted average of the
accepted bid prices of the selected providers. 1In this way, all
standard of fer customers will pay the same rates even if there

are multiple standard of fer providers.

°For exanple, the rate design of |ocal tel ephone service
does not match |long distance. Nevertheless, billing is
adequat el y adm ni stered and customer understanding in this
respect has not been a problem
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Paragraph 5 states that standard offer service
rates shall be geographically averaged within each T& utility's
service territory. This provision is consistent wwth the
| anguage of 35-A MR S. A 8§ 3212(1)(D) requiring the Comm ssion
to retain averaged prices within custonmer classes. The
Comm ssion did not receive any conments on this provision.

Paragraph 6 allows each T& utility to establish a
charge in its rate schedule applicable to standard offer
custoners for costs it incurs related to netering, billing and
other adm nistrative functions. This paragraph is unchanged from
the proposed rule. CWM filed the only conmment on this paragraph,
stating it strongly supported that standard offer custoners be
fully responsible for costs T& utilities incur related to
standard offer service.

2. Subsection B: Establishment and Reestabli shment of
Standard O fer Service

Subsection B describes three nethods by which
consuners nmay becone standard offer service custoners. |In the
first two cases, electricity consuners do not take any action to
obtain standard offer service. Paragraph 1 describes the process
for consuners who, for whatever reason, do not choose a
conpetitive electricity provider on the date that retai
conpetition and standard offer service will begin, March 1, 2000.
Thi s paragraph states that if a consuner has not chosen a
conpetitive electricity provider by February 1, 2000, the
consuner will becone a standard offer service custoner.

Par agraph 2 states that consuners who becone
custoners of the T&D utility after March 1, 2000, and who do not
choose a conpetitive electricity provider, will also
automatically be assigned to standard offer service.

Par agraph 3 addresses consuners who sel ected
conpetitive generation providers but have chosen to return to
standard offer service. That return is unrestricted, except for
fees to cover administrative costs.

The Conmm ssion received no comments on these
proposed provisions. The provisional rule includes the |anguage
of the proposed rule, but adds that custoners returning fromthe
conpetitive market nust pay the applicable transfer fees
contai ned in subsection E
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3. Subsection C. Term nation of Standard O fer
Servi ce

Subsection C contains three provisions that
address departures from standard offer service. These provisions
all ow free departure for smaller custoners and i npose
restrictions for |larger custoners. These provisions bal ance the
goal s of pronoting novenent to the conpetitive nmarket and
preventing strategic entry and exit, or gam ng, of the standard
of fer service that would |ikely increase standard offer prices.
Al'l custoners nust pay cost-based adm nistrative fees, provided
for in subsection E, whenever they transfer out of or into the
standard offer. However, nothing in these rules precludes
conpetitive providers from paying these fees on behal f of
custoners swtching their service, a practice comopn anong
conpetitors for tel ephone custoners.

Paragraph 1 states that residential and snaller
non-residential custonmers may | eave and enter standard offer or
conpetitive service without restriction (other than paynment of
the subsection E fees). Paragraph 2 applies to |arger,
non-residential custonmers and to aggregated groups of customers
if their aggregate | oad exceeds 50 kilowatts. Subparagraph (b)
states that such customers who have never obtained service froma
conpetitive provider may | eave the standard offer one tine
Wi thout restriction. Subparagraph (c) applies to |arger
custoners who have previously entered the conpetitive market but
who have reestablished standard of fer service pursuant to
subsection B(3). The subparagraph states such custoners may
| eave standard offer service without restriction if 12 nonths
have passed since the custoner returned to standard offer service
or, if 12 nonths have not passed, upon paynent of an opt-out fee
equal to an average nmonthly bill.

In the earlier Inquiry on standard offer, several
commenters expressed concern that custonmers could gane the
si mul t aneous exi stence of a conpetitive nmarket and standard offer
servi ce by purchasing standard offer service at favorable tines
(e.g., when, on a seasonal basis, conpetitive nmarket rates m ght
be higher) and returning to the conpetitive market when rates
were lower. Such activity could result in higher standard offer
prices as providers seek conpensation for this risk in their
bi ds. The proposed rule contained two alternatives that were
intended to address this problem W received several coments
addressing this issue.

The first alternative in the proposed rule
addressed term nation of standard offer service for all
custoners. It proposed an opt-out fee (equal to the custoner’s
average nonthly bill) for custoners that | eave standard offer
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service within 12 nonths of their last return. The charge woul d
not apply, however, until a custoner |eaves standard offer
service for the second tine.

The second alternative would have i nposed the sanme
provisions as on the first alternative, but only on |arger
custoners (defined as commercial custoners with a demand of 50
kilowatts or nore). The second alternative also would have
established a different deterrent nechanismfor snmaller custoners
(defined as all residential custonmers and comrerci al custoners
having a demand of |less than 50 kW: during the first year of
conpetitive service, a smaller custonmer could | eave and reenter
an unlimted nunber of tines; after that first year, a custoner
returning to standard offer service would have to pay a reentry
fee of $50.00 for the first reentry and $100. 00 for subsequent
reentries.

The Coalition argued that the extent to which
smal | customers m ght ganme has been overstated. The Coalition
stated that the proposed opt-out charge nade sense for |arger
nor e sophi sticated customers and that such a charge is sufficient
to address the gamng risk. The Coalition stated that if the
second alternative was adopted, it should not apply to re-entry
to standard offer service caused by the conpetitive supplier’s
failure to provide service, or if a custoner could not afford the
charge. CMP opposed all restrictions on entry or exit fromthe
standard of fer on the ground that such charges will discourage
custonmers fromentering the conpetitive market. The | ECG and MPI
supported the first alternative, but MPI argued that the opt-out
fee of an average nonthly bill was "too high" and that deterrence
could be achieved at a lower level. The Comm ssion received no
ot her coments on the magnitude of the opt-out charge, and MPI
did not provide an explanation of why the proposed fee woul d be
too high or the level that would provide sufficient deterrence.

BHE, Dirigo and MPS favored the second
alternative. BHE noted, however, that a re-entry fee may be
difficult to collect, particularly fromcustoners who were
returning to standard of fer service because they could not pay a
conpetitive provider’s bill. Dirigo favored inposition of the
re-entry fee during the first year as well as subsequent years
but argued that the re-entry fee was "too high" and should only
recover the costs of transfer. MPS also stated, however, that
the rul e should not distinguish custoners by size, even though
such a distinction was an inherent feature of the second
alternative.

Enron argued that the risk of gam ng was
significant, particularly by aggregators of smaller |oads. Enron
apparently did not support either of the two proposed
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alternatives, as it suggested other alternatives such as charges
that woul d be inposed only during certain nonths. Like the
Coalition, it stated that no re-entry fee should apply to
standard offer service if re-entry was due to the custoner's
conpetitive provider failure to provide service.

At the technical conference, an approach was
di scussed that would adopt the first alternative for |arger
custoners and no restrictions on smaller custoners. The
Comm ssion would retain the explicit authority to inpose
restrictions or charges on snaller custoners if in the future,
experience denonstrates that such neasures are necessary. The
participants at that conference generally comrented favorably on
that alternative. On the basis of the comments and the
di scussion at the conference, we provisionally adopt this
approach. Thus, the provisional rule does not include any
re-entry or opt-out charge designed to deter gam ng by individual
smal | er custoners unl ess, as expl ai ned bel ow, those custoners are
aggregated into a load of greater than 50 kilowatts. It is our
view that gam ng by residential or small commercial custoners of
the pricing disparities between the variable conpetitive market
and the fixed-price standard offer is less likely to have a
significant detrinental effect than simlar activity by |arger
custoners. Larger customers (non-residential custoners and
aggregations of all custoners having a demand of greater than 50
kW will be subject to the opt-out provisions contained in
par agr aph 2.

Enron in its conmments (and others at the
techni cal conference) expressed concern about the possibility
t hat aggregators of small custonmers mght strategically transfer
groups of custoners in and out of standard offer service and that
this mght be as detrinmental as gam ng by |larger custoners. W
share Enron’s concern. The opt-out fee provision of Paragraph 2
of subsection C therefore expressly applies to aggregators of
| oads (residential, non-residential or conbinations) of nore than
50 kil owatts.

I n paragraph 3 of subsection C, we have
retained the authority to address gam ng by individual
residential and small non-residential custonmers. Upon a finding
of good cause, we may i npose an opt-out charge simlar to that
for larger customers, a re-entry charge, or other neasures wll
serve as deterrents. The Comm ssion nmay order T&D utilities to
i npl enent such nmeasures in their terns and conditions.

We have nodified the timng of the
applicability of the opt-out charge now contained in paragraph
2(c). In the proposed rule, the opt-out fee would not apply
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until the second tinme that a custonmer, who had returned to
standard offer service, left prior to the expiration of 12

mont hs. The provisionally adopted rule inposes the opt-fee the
first tinme that a custoner, who has previously obtai ned service
fromthe conpetitive market and has returned to standard offer,
| eaves prior to the expiration of 12 nonths.

We have adopted this nodification out of a
concern that the approach in the proposed rule would not provide
a sufficient deterrent against gam ng. The original approach was
intended to apply to all custoners, not just to |arge,
non-residential custonmers with a demand of nore than 50 kW and,
as such, was intended to provide a |large degree of flexibility.
The provisional rule still allows a reasonable degree of exit and
entry freedomfor |arger custoners prior to inposition of an
opt-out charge. Under it, a large, non-residential custonmer may
enter the conpetitive market on March 1, 2000, the first day of
the conpetitive market (or may take service under the standard
offer on that date and enter the conpetitive narket
subsequently), return fromthe conpetitive nmarket, and becone
subject to the opt-out fee only if it seeks to | eave again prior
to the expiration of 12 nonths. By contrast, under the original
approach, a custonmer could enter the conpetitive nmarket once
(either on February 1, 2000, or later), return, |eave again and
return again before being subject to the requirenment of remaining
for 12 nonths or paying an opt-fee prior to that tinme. Larger
custoners tend to be nore sophisticated purchasers of energy and
t hus should need less flexibility to experinment with market. As
such, the nodification to the rule strikes a reasonabl e bal ance
between flexibility and deterring gam ng.

As proposed in the Notice, we have used 50 kW
of demand as the dividing |line between small and | arge
non-residential custonmers. Residential custoners of any demand
| evel are classified as “small” because they are not likely to
exceed 50 kW BHE commented that the rule should use 25 kW as
the dividing line; Dirigo proposed 20 kW Both stated that those
| evel s were consistent with definitions in the BHE and Dirigo
menbers’ ternms and conditions. CMP and MPS, on the other hand,
supported the use of 50 kW Al though the comenters do not state
a reason for their preference that the definition in the rule be
the sane as in their terns and conditions, we assune that a
consi stent definition nmakes it easier for utilities to identify
how each of their custoners is classified. It is, of course,

i npossi ble to choose a single dividing line that will satisfy al
utilities. W have adopted the original proposal of 50 kWas an
appropriate dividing |ine between those custoners who are nore
likely to cause gami ng problens and those who are not. It is
also likely that comrercial custonmers with a denand | evel of nore
than 20 kWwi Il have a demand neter. It is therefore relatively
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easy for a utility to determ ne which custoners have a demand of
50 kW with |ower thresholds it mght be difficult or inpossible
to measure the demand of some custoners.

The Coalition and Enron urged us to adopt
"exceptions"” of the second alternative's re-entry charge for
occasions when a custoner is termnated by its conpetitive
provi der (e.g., the conpetitive provider went out of business),
or when the custoner could not afford the re-entry charge. These
i ssues are academ c under the provisional rule. Smaller
custoners nmay exit and enter the standard offer w thout
restriction. Larger custonmers are only subject to an opt-out
charge rather than a re-entry charge. Sone commenters suggested
that a re-entry charge is preferable to an opt-out charge (at
| east for smaller custoners) in that it encourages migration to
the conpetitive market. An opt-out fee has the advant age,
however, that no exceptions for inability to pay or for
conpetitive provider defaults are necessary; nor will it be
necessary for the T& utility or the Conmm ssion to nmake such
factual determ nations. Moreover, if the experience of the
t el ephone i ndustry applies, it is likely that conpetitive
providers will often pay opt-out charges (and the adm nistrative
fees required by subsection E) thenselves in order to attract
customers.

I n argui ng agai nst either opt-out or re-entry
fees for smaller custoners, the Coalition suggested that if
gaming is a problem bidders would build that risk into their
price. Dirigo, in connection with its argunent that the proposed
re-entry fees in the second alternative were "too high,™
suggested that standard offer providers "need to accept sone
mar ket risks.”™ Simlarly, Enron suggested that the rule should
not require the recovery of unbundl ed charges for the
adm ni strative cost of transferring custoners and that such costs
should be included in T& utility rates. W disagree with the
thrust of all of these argunments. It is better to deter frequent
transfers in and out of the standard offer than inpose the costs
of such transfers on all standard offer custoners, including
those that do not transfer in and out frequently. Simlarly, the
general body of T&D ratepayers should not pay for the
adm ni strative costs caused by custoners who switch in and out
frequently.

We addressed the issue of the |level of
opt-out and re-entry charges in the Notice of Rul emaking, stating
that they are designed to deter gam ng and not to recover any
particular | evel of cost. As noted above, Dirigo suggested that
the opt-out fee should only recover the adm nistrative costs of
transfer. That approach would provide little or no deterrence.
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The costs of transferring service are separately recovered
t hrough the fees required by subsection E

At the technical conference the participants
di scussed the issue of who should receive the revenue from
opt-out charges. Enron stated that standard offer providers
shoul d not receive "windfalls." The Public Advocate discussed
the nerits of rebates to standard offer custoners as opposed to
paynment to standard offer providers, suggesting that paynent of
the charges to the providers mght result in |ower bid prices.
We agree with the Public Advocate. |In addition, although the
anount of the charges is not intended to recover any particul ar
| evel of costs, they could serve to conpensate for excess costs
incurred by standard offer providers if there is substanti al
gam ng. W therefore conclude that opt-out charges shoul d be
paid to standard offer providers and have nodified the rule
accordi ngly.

4. Subsection D: Notice:; Transfers of Service; Bil
Cal cul ati on

The proposed rul e included a noratorium between
February 1 (one-nonth prior to the inplenmentation of retai
access) and April 1, 2000, during which custoners could not
choose to transfer to conpetitive service. Thus, if a custoner
did not sign up with a conpetitive provider prior to February 1,
2000, the custonmer would automatically be assigned to standard
of fer service and would have to wait until April 1 to transfer
out. The purpose of this proposal was to mtigate admnistrative
difficulties that m ght occur due to a large rush of custoners to
enter the conpetitive market.

We received only two comments about this proposal.
CVP opposed the proposal, stating that it could accommobdate al
transfers within the proposed notice period of five days. MPS
indicated that it believed the noratoriumwas too short, and
suggested that until Septenber 1, 2000, T&D utilities should have
30 days to conplete transfers. During the technical conference,
the participants discussed an alternative whereby T& utilities
woul d have a longer tine (e.g., 15 days) within which to
acconplish a transfer between March 1 and Septenber 1, 2000 and a
shorter period (five days, as originally proposed) after
Septenber 1, 2000. All of the participants at the technical
conference, including the T& utilities, supported or did not
oppose this proposal.

We provisionally adopt the proposal discussed at
the technical conference as subsection D, paragraph 1 (notice)
and paragraphs 2 and 3 (transfer dates). As in the proposed
rule, T&D utilities will transfer customers on the day of their
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normal neter reading, unless the custoner pays an additional
cost-based fee for transfer on another date, either with
pro-rated billing (a lower fee) or a special neter reading (a

hi gher fee). Between March 1 and Septenber 1, 2000, notice nust
be provided 15 cal endar days in advance of the normal neter
reading date in order to be transferred on that nmeter reading
date. If a custoner provides |less than 15 days' notice, the T&D
utility is not required to transfer the custoner until the next
nmeter reading date. Thus, in effect, T& utilities wll have
bet ween 15 and 46 days to transfer a custoner either in or out of
standard offer service.

After Septenber 1, 2000, the notice period is five

busi ness days in advance of the normal neter reading date. |If
the utility receives less than five days' notice, it nmay effect
the transfer on the next meter reading date, i.e., up to 36 days
later. In stating these maximumtinme limts (46 days prior to

Septenber 1, 2000; 36 days after Septenber 1), we assune that

met er readi ngs occur nonthly. Sonme utilities may not read neters
monthly. Neverthel ess, we do not believe it is reasonable to
delay transfer for up to two nonths. Accordingly, the maximm

ti me periods described above (46 days and 36 days) will apply to
all T&D utilities, regardless of the normal frequency of their
nmet er readi ng.

The original noratorium proposal (February 1 -
April 1, 2000) contained an exception for custoners who, for
what ever reason, were disconnected from T&D service: those
custoners could “leave” standard offer service notw thstandi ng
the noratorium That exception is no | onger necessary and has
been del eted. Nevertheless, standard offer providers are |ikely
to have an interest in knowi ng when custoners | eave or enter
standard offer service. Accordingly, we have added a notice
provi sion for custonmer novenent to the list of matters in
section 5(D) that nust be addressed by the standard contract
between T&D utilities and standard of fer providers.

Par agraph 4 provides that a custoner wishing to
transfer on a date other than the regularly schedul ed neter
readi ng date may request the T& utility either to prorate the
bill or conduct an unschedul ed neter reading. For either
service, the T& utility will charge the custoner an additional
fee as required by subsection E. The Conmm ssion received no
coments about this paragraph and we have adopted it
provi sionally as proposed.

5. Subsection E: Administrative Fees

Subsection E of the provisional rule describes the
adm nistrative fees that a T& utility may charge for al
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transfers both in and out of standard offer service. Those fees
are designed to conpensate a T& utility for costs it incurs when
custoners request a transfer. They are not designed (as is the
opt-out charge of subsection C(2)) to deter frequent transfers
that are designed to game seasonal differences between
conpetitive market prices and standard offer prices. Enron's
comments and statenments at the technical conference suggested
that it is concerned that these fees will be "loaded” with a

| arge anount of overhead costs and that they will act as a
deterrent to free transfer between standard offer and the

conpetitive market. In the provisionally adopted rule, we

require that these fees be "cost-based.” The fees nust be filed
as part of the T& utilities' terns and conditions and therefore
must be approved. The Comm ssion will ensure that the fees are,

in fact, cost-based and reasonable. For the reasons discussed in
section IV(B)(3) inthis Oder, we reject Enron's argunent that

t here should not be separate charges and that the costs of
transferring customers should sinply be included in T&D rates.

C. Section 3: Eliqgibility and Obligati ons of Standard
O fer Service Providers

1. Subsection A: Eligibility Requirenents

Thi s subsection of the provisional rule contains
the eligibility requirenents for standard offer providers. These
are: a license under State |aw to provi de generation service,
NEPOOL nenbership, and the posting of a bond or letter of credit.

a. license
No person commented on the requirenent that
all standard offer providers be |licensed to provide retai
generation service in Mine.

b. NEPOCL nenbership

Dirigo comented that NEPOOL nenbership is
unnecessary because all standard offer providers within the
NEPOOL control area must operate under the |Independent System
Operation - New England (1 SO NE) rules; the requirenment thus adds
unnecessary costs involved in NEPOOL nenbership. |n addition,
Dirigo noted that four Maine utilities® are not in the NEPOCL
control area, but are in the Maritimes control area.

The four utilities are: Maine Public Service Conpany; Van
Buren Light and Power; Houlton Water Conpany; and Eastern Mine
El ectric Cooperative.
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The provisional rule maintains the NEPOOL
menbership requirenent, but limts the requirenent to standard
of fer providers that provide service within the NEPOOL contro
area; this limtation recognizes that sonme areas within Miine are
in the Maritines control area. Standard offer providers, at
least initially, are likely to serve a |arge nunber of Maine
custoners after the advent of retail conpetition. For this
reason, it is inmportant to ensure that such providers have
standing to participate in the regional nmarket. The requirenent
of NEPOOL nenbership’ will help ensure that the providers are
reliable and capable to provide service.

Dirigo’ s concern appears to be a desire to
exenpt COUs fromhaving to join NEPOOL. The concern is
consistent wwth Dirigo’s comments that COUs have the option of
designating thensel ves as the standard offer provider in their
areas. As we discuss in section V(B) of this Order, Dirigo |ater
clarified its position as proposing that COUs be allowed to
choose the standard offer provider for its territory, rather then
actually becom ng the provider. Under such an approach (which we
do not oppose in concept), COUs woul d not be subject to the
NEPOOL requi renent.

C. financial capability requirenment

The provisional rule requires each standard
offer provider to obtain and file a bond, a letter of credit, or
a corporate guarantee as evidence of financial ability to
reliably provide service to custonmers. The provision also
contains a formula that determ nes the dollar anount of these
instrunments; this formula is designed to approxi mate
conservatively the damages that mght result if a standard offer
provi der defaults on its obligations. The financial capability
requi renent has two purposes. One is to provide objective
evi dence that the standard offer provider has the financial and
technical capability to fulfill its obligations and thereby
mnimze or elimnate any judgnent that nust be exercised in
assessing bidders’ qualifications. The other purpose is to
provide funds in the event the standard offer provider defaults.

The financial capability anpbunt approxi mates
the difference between the cost of replacenent power on the
mar ket (assum ng market prices are higher at the tinme of default)
and the cost of standard offer service fromthe defaulting
provi der. Ongoi ng customer revenues woul d cover the cost of

‘As we discuss in section IV(C)(2) of this Order, the
provisional rule requires that the standard offer provider be the
entity obligated to serve the |oad under the I SO NE rules. Qur
understanding is that such an entity nmust be a NEPOOL nenber.
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repl acenent power up to the established standard offer price.
The financial capability requirenent (for 100% of the standard
of fer 1 oad) equals 50% of the accepted bid price, nultiplied by
the kilowatts or kilowatt hours sold in the T& utility's service
territory for the calendar year prior to the subm ssion of bids.
I f the Comm ssion selects nore than one standard offer provider,
the total required anount will be multiplied by each provider's
mar ket share percentage. Although no formula can precisely
capture the consequences of a default, the financial capability
requirenent in the rule reasonably bal ances the uncertainties in
t he anobunt of the standard offer load, the risk of market price
i ncreases, and our desire to encourage, rather than discourage,
prospective bidders.

The provisional rule includes the | anguage of
the proposed rule with several additions. The provisional rule
specifies that the requirenent can be net with a letter of credit
or a corporate guarantee, as well as a bond. A corporate
guarantee nmay be substituted for a bond or letter of credit if
certain financial criteria are satisfied. These nodifications
provi de additional flexibility for providers w thout sacrificing
necessary protections. Additionally, the provision now specifies
that proceeds, in the event of a default, will be paid to the T&
utility; this is consistent with the rule’ s provision on default
procedures discussed in section IV(l) of this Oder. W have
al so added a provision that allows providers to reduce the bond,
letter of credit, or corporate guarantee anmount by one-half after
the first year of service. The financial consequences of a
default lessens with tinme because the amount of replacenent power
for the remaining period is reduced; accordingly, allow ng a
reduction in the anount will reduce the cost of the requirenent
while nmaintaining its protections.

Enron commented that a bond, in many cases,
hel ps ensure that providers have the financial backing to foll ow
t hrough on their obligations, but that such a requirenment may
needl essly drive up the cost of service w thout providing any
significant additional protection to consunmers. Enron proposed
that the rule allow standard offer providers that satisfy a
specific financial test to provide a corporate guarantee that
offers the sane | evel of financial security as a bond. A
corporate guarantee generally is an undertaking by a corporation
that is affiliated with the primary obligor that, if the primry
obligor fails to neet its obligations, the guarantor will pay an
appropriate anount to conpensate for that failure. Enron
suggested the following criteria: (1) the corporation has a bond
rating of BBB (Standard & Poor's) or the equival ent from ot her
rating agencies; (2) the total assets of the guarantor shall be
at least 5 tinmes the anmount to be secured; and (3) the current
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assets of the guarantor shall be at least 2 tines the anbunt to
be secured.

We agree that a corporate guarantee from an
entity of sufficient financial strength is likely to provide a
reasonabl e assurance that funding will be available to purchase
repl acenent power in the event that a standard offer provider
defaults. Credit rating agencies essentially provide the
indication of financial strength that is the objective of the
rule’s financial capability requirement. Moreover, neasures of
objective criteria simlar to those proposed by Enron are
reasonably easy to adm nister. However, we are concerned that a
corporate guarantee would be less liquid than a bond or letter of
credit in the event of a default. Accordingly, the required
financial criteria nust be at a level that mnimzes the risk
that the corporate guarantee will not be honored.

After considering Enron’s proposed criteria,
we conclude that the second proposed criteria (assets equal to 5
times the amount of the obligation) is acceptable. W do not
agree, however, that a BBB rating is sufficient. BBB is only one
grade above non-investnent grade; it would be possible for a
guarantor at that level to slip below investnent grade with
relatively little warning. The rule, thus, requires a bond
rating of “A’ (Standard and Poor’s) or the equival ent from other
listed rating agencies. Section 3(A)(3)(b) of the provisional
rule provides that a guarantor neets the m nimum bond rating
requirenent if (1) for a corporation rated by two of the agencies
listed in the rule, both ratings equal or exceed the required
level; (2) for a corporation rated by three or nore rating
agencies, all but one of those agencies rate it at the required
level .® Finally, we have nodified Enron’s proposed third
criteria to require total common equity of 2.5 tines the anount
of the obligation (rather than 2 tinmes current assets). If a
guarantor were required to provide funding in the event of a
default, it m ght choose to borrow the necessary funds; conmon
equity is a better indicator of borrow ng capacity.

The final sentences of paragraph 3(b) state
the corporate guarantor’s obligation to report its financial
status annually to the Conm ssion, to report imedi ately whenever
its bond rating does not neet the mninumrequirenent. [If the
corporate guarantor does not continue to neet the bond rating or

8For exanple, if a guarantor has a rating of "A-" from S&P
and "A2" from Moody's, the guarantor would not qualify based on
the "A-" rating. |If, however, the guarantor received an "A-"
from S&P, and an "A2" from Moody's, and an "A" from Duff & Phel ps
or Fitch, the guarantor would pass the credit rating test.
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the other financial criteria, the Comm ssion may require the
standard offer provider to post a bond or file a letter of
credit.

BHE stated that the required financial
capability requirement anmount seens excessively costly and
potentially redundant to NEPOOL/ISO requirenents. |If a bond is
requi red, BHE suggested that it be based on the replacenment cost
damages only for the tine period necessary to obtain a new
provider. At this point, we cannot accept BHE s suggestion that
our financial capability requirenent is redundant to the | SO NE
or NEPOOL rules. Although it appears |likely that |SO NE or
NEPOOL wi || adopt sonme rules in this regard, that has not yet
occurred and we thus have no basis to conclude that | SO NE rul es

woul d be sufficient. In addition, ISONE rules will not apply to
providers in areas of Maine that are not wi thin the NEPOOL
control area. We will, however, review the | SO NE rul es when
they are final. |If such a reviewreveals that our requirenent is

redundant to I SO NE rules, we wll consider a waiver or

nodi fication of the requirenent as permtted in section 10 of the
rule. In reaction to BHE s comment on cal cul ati ng damages, we
note that the proceeds are intended to mnimze the need to raise
standard offer prices in the event of a default; thus, proceeds
may be necessary to cover costs throughout the renmainder of the
standard offer period, not just the tine to obtain a new

provi der.

MPS comment ed that the requirenment should be based
on the anmobunt of standard offer service actually provided rather
than on a formula. However, the actual anount of standard offer
service, as well as the prevailing market prices at the tinme of

any default will not be known prior to the initiation of the
service and will change over tine. A formula for estimting
potential costs is the only way to proceed. [|If MPS s comrent

referred to possibility of nultiple providers, we note that the
requi red anmount is apportioned anmong nmultiple providers within a
service territory.

Dirigo stated that COUs should not have to file a
bond because they are not appropriately considered the actual
providers of standard offer service. |In the alternative,
Dirigo’s viewis that existing Maine utilities should not be
subj ect to bond requirenents because their technical ability to
provi de service is known fromtheir historic obligations in this
regard. Dirigo also stated that if a bond is based on total
sales in the service territory, it should exclude sales to
partial requirenment custoners who are not subject to standard
offer service. W agree with Dirigo that, if the COUis not the
actual provider of service, it should not have to conply with the
financial capability requirenent. (W generally address the role
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of COUs regarding standard offer service below in section V(B) of
this Order.) W see no justification, however, for exenpting any
entities, such as existing utilities, on the basis of their

status. Standard offer service will be provided through a
conpetitive process and it would be anti-conpetitive and unfair
to have differing requirenments based on a historic status. It is

in the public interest for all such providers to denonstrate, in
an objective manner, that they are currently financially able to
fulfill their obligations. The nmarket is changing. The
financial strength of an electric utility (soon to be a T&D
utility) and its marketing affiliate (in the case of
investor-owned utilities) may be different than it was under its
former, known status as a vertically integrated utility. To the
extent relevant, a utility s proven track record nay be taken
into account by the issuer of a bond or letter of credit in
setting its price. Finally, Drigo has suggested that the

cal cul ation of the required amount exclude | oad not be subject to
standard offer service. However, neither the Conm ssion nor the
T&D utility woul d necessarily have access to information about

t he amount of excluded load. |If, however, it becones apparent
that significant anmounts of existing load wll be excluded from
standard offer service, we will consider a waiver of this

provision to allow for a substitute fornmula that takes the
reduced requirenments into account.

2. Subsection B: bligations of Providers

Subsection 3(B) of the provisional rule contains
the obligations of standard offer providers. These provisions
require providers to: (1) deliver generation to specified points
on the transm ssion system (2) provide a specified portion of
total requirenments at their bid price; (3) conply with renewabl e
resource portfolio requirenment; (4) conply with I SO NE
requi renents; (5) conply with Comm ssion approved contract with
the T&D utility; and (6) maintain their technical and financi al
capability.

The provisional rule incorporates the provisions
of the proposed rule with one nodification. W have clarified
that providers within the NEPOOL control area nust be the
designated | oad serving entity with an 1 SO NE settl enent account,
as well as generally conplying with all applicable | SO NE and
NEPOOL rules. This requirenent offers additional assurance that
providers will be technically and financially capable to satisfy
standard offer service obligations.

The Comm ssion received coments on only one of
t he proposed obligations: that nmultiple providers are obligated
for a specified portion of the standard offer | oad. Enron
commented that nmultiple providers in a T&D service territory
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shoul d be assigned individual standard offer custoners so that
there is a direct retail custoner relationship. No other
comenter objected to this provision.

The provisional rule defines a standard offer
provider’s obligation as all-requirenents, which neans each
provi der nmust supply its percentage share of standard offer
service, whatever that turns out to be in kWor kW ternms. The
obligation includes sufficient energy and capacity to cover |ine
| osses within the T& system The all-requirenments approach is
t he nost workabl e and equitable way to define standard offer
provi ders’ obligations. This approach works particularly well in
light of the |legislative nandate to encourage nultiple providers
within a T& utility service territory. Wth nultiple providers,
ot her approaches woul d require direct assignnent of individual
custoners to standard offer providers. D rect assignnment would
be adm nistratively conplex, require neasurenment or estimtion of
i ndi vi dual custoner usage patterns and create controversy if
custoners view their assignnent as |ess favorable than, for
exanpl e, their neighbor’s. The approach set forth in the
provi sional rule also provides for an accurate and sinple way to
ensure that no marketing affiliate of a T& utility violates the
statutory maxi mum of 20% of standard offer |oad contained in 35-A
MR S. A 8§ 3212(2)(C).

Enron’ s proposed direct assignnment of individual
custoners to standard offer providers would be difficult to
adm ni ster and potentially controversial in service territories
with multiple providers, particularly if providers charge
different prices. Because section 3212(2) requires that we adopt
met hods that allow for nore than one standard offer provider in
each T&D service territory (if doing so does not have a
significant adverse rate inpact), the potential for controversy
is likely to be realized. There are two possi bl e approaches to
i npl enment direct assignnment. One approach is for custoners to
pay the bid price of the provider to whomthey are assigned.
This, however, would result in sonme standard offer custoners
paying | ower prices than others within the sanme territory. A
possible alternative is to charge all custoners the sanme bl ended
price regardless of the price actually charged by the provider to
whi ch they are assigned. Under either alternative, protocols
woul d have to be devel oped and continuously inplenmented to
al l ocate custoners anong providers as they enter and exit the
standard offer. Additionally, the second alternative would
require continuous allocation of revenue because custoners woul d
not be paying the price charged by their provider.

Enron suggested that the Comm ssion allow | osing
bi dders (or a specified nunber of top bidders) to match the
| onest bid as a way to accommodate direct assignnment with the
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exi stence of nmultiple providers. Under this approach, there
could be multiple providers only if each charged the same pri ce.
Such a proposal is inconsistent with the Legislature’s judgnment
that sonme | evel of rate inpact is acceptable to pronote nmultiple
standard offer providers.® Additionally, we are concerned that
an opportunity for bidders to match the lowest bid will not yield
the | owest possible prices because bidders in the first round

m ght bid high know ng they woul d have a second opportunity.

D. Section 4: Credit and Coll ection; Custoner Conplaints

Section 4 states that three Conm ssion Rules, Chapters
81 (Residential Uility Service Standards for Credit and
Col l ection Prograns), 86 (Disconnection and Deposit Regul ations
for Non-Residential Uility Service) and 870 (Late Paynent
Charges, Interest Rates to be Paid on Custonmer Deposits, and
Charges for Returned Checks), wll apply to standard offer
service. Those rules presently apply to the bundl ed service
(generation, transm ssion and distribution) offered by electric
utilities. The application of these rules to standard offer
service is consistent wwth the goals that standard offer service
be simlar to existing bundl ed service and that the
adm nistration of the service be sinple and understandable to
custoners. For exanple, there could be confusion if different
deposit and di sconnection rules applied to standard offer service
and T&D service. Commenters generally agreed with this approach.
Enron filed the only comment that addressed this section. Enron
ar gued:

t he Conmm ssion shoul d narrow the scope of

di sconnection and related protections to

t hose custonmers who are truly needy.
Cont i nui ng cunber sonme di sconnecti on

requi renents for custonmers who have no
speci al financial needs can only drive up the
cost of standard offer service.

Presently, Chapters 81, 86 and 870 provide
procedural and substantive protections and |imtations on credit
and col l ections practices, disconnection of custoners, that are
applicable to all custoners. Those protections include
[imtations on when a utility may require a deposit, the anount
of | ate paynent charges, and di sconnection of custonmers. W see
no reason why safeguards and |imtations should not continue to
apply to all custonmers. In addition, applying those provisions

°The rul e acconplishes this by defining adverse inpacts in
terms of a percentage rate differential (see section IV(H(3)) of
this Order), and charging standard offer custonmers a wei ghted
average anong standard offer bids.
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only to the “truly needy” or some other l[imted group would
require T& utilities and/or ourselves to devel op and adm ni ster
a nmeans test. As noted in the Notice of Rul emaki ng, however, we
will be reviewing our credit, collection and di sconnection rul es,
and we will consider all circunstances that may change in
energing conpetitive utility markets. W w | address the
protections for custoners that are necessary for standard offer
service in those rul emaki ngs. Any changes we nmake will apply to
standard offer service because of the incorporation of those

rul es by section 4 of the provisional rule.

E. Section 5: Obhligations of the Transnm ssi on and
Distribution Wility

Section 5 of the provisional rule contains the
obligations of the T& utility with respect to standard offer
service. These obligations are to: (1) deliver power to standard
of fer customers; (2) bill and neter standard offer service;

(3) adm nister service connections and term nations; (4) file
standard contracts; and (5) conply with requirenents regarding an
affiliated standard offer provider. The Conm ssion received
comments only on the billing and metering provision.

Under the provisional rule, the T& utility perforns
all nmetering functions and provides conbined bills to standard
of fer service consuners. The bills will separately state charges
for generation and for T&D utility service and al so
prom nently identify the standard offer provider(s) so that
consuners are nmade aware of the entity or entities that are
provi ding their generation service.

We adopt this approach, rather than requiring or
allow ng the standard offer providers to provide their own
billing or nmetering functions, for several reasons. First, a
single bill is convenient and satisfies the goal that changes in
the nature of service for standard offer customers should be
mnimal. Second, it reduces custonmer confusion in that a
custoner need call only one entity -- the utility -- for al
aspects of service. Replacenent at this tinme of the T&D
utility’ s billing and netering services by another provider is
likely to create conplexity and confusion, and would constitute a
significant departure fromthe nature of current service. Third,
the need to maintain two billing systens (or nore, if there are
mul ti pl e standard offer providers) may increase the total cost of
standard offer service. Fourth, the T& utilities al ready have
billing and netering systens and are not likely to incur
significant increnental costs in making the changes necessary for
standard offer service and for an unbundled bill. Fifth,
consistent wwth the legislative policy enbodied in
section 8(C)(4), we may select three or nore standard offer
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providers. The bid prices of those three providers wll al nost
certainly differ. It would be inpractical to assign custoners to
i ndi vi dual standard offer providers because, under section
2(A)(4), their prices will be averaged. Wthout assignnent of
custoners it would certainly be inpossible to allow an i ndividual
standard offer provider to neter and bill custoners.

Enron argued that the provision of billing and netering
shoul d be part of the standard offer bidding process and provided
conpetitively. 1In this way, the | owest bidder for quality
billing and neter services would provide the service; the T&D
utility would continue the billing and nmetering function if it is
the | owest cost provider. No other conmmenter opposed the rule’s
billing and netering provisions.

Enron’ s proposal would add adm nistrative conplexity
and is workable only if individual customers are directly
allocated to nmultiple standard of fer providers, an approach we
have rejected. See section IV(C(2) of this Oder.

Addi tionally, Enron’s approach would require the Comm ssion
essentially to conduct a separate bid process for billing and
meter services, ensure that such services could be adequately
provi ded by the bidders, and consider the inpact on the utility
and customers of possibly stranding billing and netering costs.

Section 3202(4) requires the Conm ssion to adopt rules
concerning billing and netering service conpetition by March 1,
2002. The inplenentation of billing and netering conpetition
rai ses substantial issues.! The Legislature anticipated that
conpetitive billing and netering need not be addressed prior to
t he comencenent of retail conpetition, although the Comm ssion
may adopt rules earlier than that date. Because such issues have
not been addressed and may not be resolved prior to 2000, it is
premature to consider billing and netering conpetition in the
context of the standard offer, and we express no views on those
issues at this time. Wen we conduct our billing and netering
conpetition rul emaki ng, however, we will revi ew whet her
alternative providers of billing and netering services mght be
appropriate for the standard offer.

F. Section 6: Information Provided by Transm ssion and
Distribution Uilities to Potential Bidders

Section 6 governs the T& utilities’ provision of
custoner usage and credit information to standard offer bidders.

“These include duplication of facilities, stranded cost
cal cul ati ons and recovery, standards and regul ation for
non-utility nmeters and installation, and rules and procedures for
verifying and transferring funds.
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Consistent with 35-A MR S. A 8§ 3212(2), the provisional rule
allows T&D utilities to recover the costs of providing this
information in their rates. The utilities wll provide the
information on a class basis, aggregated so as to shield

i ndi vi dual custoner-specific information.

The provisional rule requires the disclosed information
to be standard, based on a historic period, and provided to al
bi dders at the sanme tine, thus preventing any player from gaining
an advantage by access to certain data, or earlier access to
data. The rule requires T& utilities to conply with al
restrictions under 35-A MR S. A 88 3205, 3206 and 3207
applicable to communications with their marketing affiliate.
Uility affiliate personnel (or utility personnel in the case of
a COU) may not use any information in preparing their standard
of fer bids that has not been provided to all standard offer
bi dders. Finally, the Comm ssion will conduct a proceeding to
nore precisely define the information and its format so that
information is adequate, consistent and in a formthat is nost
usabl e to potential bidders.

We sought comment on whet her release of information on
an aggregate custoner class basis would sufficiently protect
confidentiality for classes with small nunbers of custonmers. The
Coalition and CMP noted that, for classes with only a few
custoners, aggregate |oad data could reveal custoner-specific
information. CMP suggested that the Conm ssion adopt certain
limtations, such as exenpting provision of |oad data for
custoners over a specified size, requiring each class to have a
defined m ni num of custonmers, and requiring that each custoner’s
| oad be | ess than a specified percentage of the class |oad. The
Coal ition proposed that the rule allow a customer to petition the
Comm ssion for protection if it believes the confidentiality of
its custoner-specific data was at risk. W decline to adopt
t hese suggestions. |In the proceeding to determ ne the scope and
format of the data T&D utilities will provide, we will establish
t he degree of aggregation needed to shield custoner-specific
dat a.

MPS commented that the research necessary to conpile
the | oad data required by the provisional rule would cost about
$250, 000 and coul d add approximately 3% to the cost of standard
offer service inits territory. MPS suggested that the research
be done no nore frequently than once every two or three years.
MPS al so comment ed that paragraph 3 of the proposed rule
requiring T& utilities to certify that they conpiled | oad data
with due diligence and reasonable care is unclear and suggested
that their contracts with the standard offer providers rel ease
T&D utilities fromdanage or loss to the provider as a result of
data inaccuracies. Dirigo proposed that the rule require
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utilities to provide whatever information they have, but not to
devel op additional information.

We have repl aced the phrase “due diligence and
reasonable care” wth “due care.” This termnology is commonly
used and expresses a |ack of negligence. W do not intend that
T&D utilities certify the information to be perfectly accurate,
Aror that they be liable for damages due to inaccurate data. T&D
utilities should, however, use reasonabl e nmethods and practices
to assenble the data. Regarding MPS's and Dirigo’ s conments
about the freshness and scope of the data, these wll be
established in the proceedi ng conducted pursuant to paragraph 5.
We note that the statute specifies certain data that nust be
provi ded; thus Dirigo s suggestion that utilities just provide
what they have is unlikely to suffice.

G Section 7: Standard Ofer Bid Requirenents and
Condi tions; Contents of Bids

The provisional rule is designed to satisfy three basic
objectives with respect to the standard offer provider selection
process. These are: (1) to achieve the | owest possible rates for
standard offer customers while encouraging nultiple providers of
standard offer service in each T& service territory; (2) to use
a single, objective and easily conparable criterion of bid price
to sel ect anong potential providers; and (3) to mnimze
conplexity in adm nistering the process.

Subsection A and B govern the general requirenents and
contents of the standard offer bids.

1. Subsection A(1): Duration of Standard Ofer
Qobligation

The proposed rule contained two alternatives for
the duration of the standard offer obligation: (1) bids required
for a 2-year period; and (2) bids required for both a 2-year and
a 3-year period. MPS commented that the alternative of requiring
only two-year bids is sufficient. The Coalition and BHE stated
that it would be preferable to allow for both 2-year and 3-year
bids as risk free and potentially advantageous. Dirigo argued
that COUs shoul d be exenpt fromthe bid duration requirenent.

The provisional rule includes the first
alternative: all bids for the initial standard offer termw | be
for 2 years. This approach sinplifies the bid eval uation process
and maxi m zes the conparability of bids. |If both 2 and 3 year
bids were required, there may be situati ons where the Comm ssion
woul d have to choose between a favorable 2-year bid and a bid
that may be nore favorable over three years, but nore expensive
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inthe first two years. In addition, due to uncertainties of the
newy restructured market, it may be difficult for providers to
commt to favorable terns over a 3-year period. W also decline
to exenpt COUs fromthe bid duration requirenent; our views of
the treatnment of standard offer service in COU territories are

di scussed in section V(B) of this Oder. The provisional rule
allows us to establish a different termfor subsequent standard
of fers.

2. Subsection A(2): Formof Pricing

The proposed rule offered two alternatives for how
the standard offer bids could be priced: (1) fixed
dol | ar-per-unit prices for the entire period; and (2) specified
dol l ar-per-unit prices that nmay change once a year over the bid
period. MPS and the Coalition stated that the price should not
change over the bid period to pronote rate stability and mnim ze
custoner confusion. BHE conmmented that the first alternative is
nmore custoner friendly, but nmay encourage gamng. Dirigo
proposed that price changes contained in existing contracts
remai n intact.

The provisional rule requires the prices to remain
constant over the initial two-year standard offer period. This
hel ps maintain the sinplicity of the standard offer service and
pronotes the conparability of the bid prices; the approach woul d
avoid the need to conpare the desirability of a relatively |ower
bid in the first year and a higher bid in the second year agai nst
nore stable bid prices in the first two years. Because the
initial standard offer period is only two years, constant prices
over that period should not distort price signals or provide
opportunities for gamng to any significant degree. Regarding an
exenption for existing COU contracts, we note that these are not
standard offer contracts. Dirigo appears to be proposing that
exi sting COU supply contracts be used instead of standard offer
bids. Section 3212 requires a specific bid process for standard
offer providers for each service territory. To the extent that
COUs have supply contracts that extend past 2000 that cannot be
avoi ded or mtigated, the output presumably would be sold with
the difference between the contract price and the market price
subject to the stranded cost provisions of section 3208.

3. Subsection A(3): Limtation on Affiliate Bids

Thi s subsection specifies that affiliates of |arge
T&D utilities may not bid for nore than 20% of standard offer
| oad consistent with 35-A MR S. A 8 3212(2)(C). The Conm ssion
did not receive any comments on this subsection.
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4. Subsection B(1): Price for Meeting bligations

Thi s subsection specifies that standard offer bid
prices nust be for neeting all obligations under the rule. The
Commi ssion did not receive any comments on this subsection.

5. Subsection B(2): Rate Structure and Design

The subsection requires bid prices to conformto
the rule’s rate structure and design as stated in sections
2(A(2), (3) and (5). CWP commented on the rule’ s rate design
requi renents, which we discussed in section IV(B)(1) of this
Order. The Conmi ssion did not receive any other comments
regardi ng the provisions of this subsection.

6. Subsection B(3): Core Custoner d ass

This provision requires standard offer bids to
include bids for each of T& utilities’ core custoner classes.
The requi renment pronotes the objective evaluation of bids by
avoi ding the need to conpare favorable bids for a |limted nunber
of classes against bids for other classes and ensures standard
offer service is available to all custoners. The Comm ssion did
not receive any conments on this subsection.

7. Subsecti on B(4): Bi ds For Portions of Standard
O fer Requirenents

The provisional rule allows standard offer bids to
be for a portion of the total standard offer requirenents, but
they nust be in multiples of 20% of the total standard offer
requi renents. The provision has been nodified fromthe proposed
rule to specify that all bids must include bid prices for
i ncrenents bel ow the highest bid anount; the proposed rule
permtted but did not require such bids. For exanple, if a bid
contains a price for 60% of the load, it nmust also contain bid
prices for 40% and 20% This is necessary to ensure the
Comm ssion can inplenent the nultiple provider provisions wthout
requiring a provider to serve a portion of the load at a bid
price offered for a substantially larger portion of the | oad.

MPS recomrended that the rule should allow bids in
increnments of 10% stating that 20% increnments can invol ve | oads
over 100 MW and a snmaller increnment would nmaxi m ze the nunber of
bi dders. The Coalition supported the 20% i ncrenent provision.

The inclusion of the 20% i ncrenment provision
strikes a reasonabl e bal ance between all owi ng bidders the
flexibility to bid for only portions of the standard offer
service, while limting how small any individual obligation can
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be to 20% of the total. This reduces conplexity in the selection
process by avoiding the need to review a | arge nunber of snal
bi ds.

8. Subsection B(5): Statenent of Ability to Satisfy
Fi nanci al Capability Requirenents

The provisional rule requires each bidder to
provide a certified statenent froma |icensed financial
institution authorized to conduct business in Maine that it wll
provide a bond or letter of credit to the bidder consistent with
the financial capability provisions of this rule. W nodified
the | anguage in the proposed rule to replace the subjective
reference to a “recogni zed and reliable” financial institution
with a requirenent that the institution be duly |icensed and have
a presence in Maine. W have al so added | anguage stating that,
inlieu of a financial institution statenent, bidders may incl ude
a certified statement fromitself or an affiliated corporation
that it will provide a corporate guarantee in conpliance with the
financial capability requirenents of the rule (section 3(A)(3));
such a statenent nust include evidence that the corporation
satisfies the financial criteria necessary for the corporate
guarantee option. See section IV(C(1)(c) of this O der.

This provision is a central part of our overall
obj ective to design the bidding and sel ection process so that the
single evaluation criterion is price. The provision of the
required certification should provide sufficient indication that

the bidder will be able to performits obligations as a standard
of fer provider. Bidders not able to obtain the certification
will be rejected. The requirenent allows the Conm ssion to focus

on the bid price, without the need for subjective eval uation of
the financial and technical capability of bidders.

The Conmi ssion did not receive any coments on the
provision requiring that bids nust include evidence of ability to
satisfy the rule’s financial capability requirenents.

H. Section 8: Bidding Procedure and Sel ection

1. Subsection (A and (B): Bidding Procedure and
Rej ecti on of Bids

The provisional rule’ s bid selection process is
designed to be sinple to adm nister, requiring certain events to
occur on specified dates with reference to the date the
Comm ssion sel ects providers. Under the rule, the Conm ssion
establishes a |ist of potential standard offer providers for each
of the T&D utility service territories through a w de
solicitation of interest. The Comm ssion then issues a request
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for standard offer bids to persons on the list, along with the
standard contract, 120 days prior to selection date. On the sane
date, the T& utilities will provide the information required by
the rule to interested bidders. Bidders will have 60 days to
submt bids. The Comm ssion will then have 60 days to select the
bi dder for each service territory. The rule also states that the
Comm ssion nust reject bids that do not conply with the bidding
requi renents. The Comm ssion did not receive any coments on

t hese provi sions.

2. Subsection C(1): Selection Date

As required by 35-A MR S. A 8§ 3212(2), the
provi sional rule states that the selection date for the initial
standard offer period shall be July 1, 1999. |In our Notice of
Rul emaki ng, we asked for comrent on whether the Legislature
shoul d consider changing the July 1, 1999 date so that it would
be closer to the beginning of retail access. MPS comented that
July 1 date is advantageous because the standard offer price wll
become a benchmark for conpetition; the |onger the period between
the sel ection and beginning of retail access, the nore
opportunity for conpetitors to enlist custoners. |In our view, a
change in the selection date is desirable. It would allow
potential bidders to better assess |oads and costs that would
occur after March 1, 2000. This reduces bidder risk and should
translate into |lower bids. Accordingly, we will ask the
Legi slature to change the date by which providers nust be
sel ected to Decenber 1, 1999.

3. Subsection C(2)(3)(4)(5): Selection of Miltiple
Provi ders

Section 3212(2) requires the Conm ssion to
consi der methods to ensure, to the extent possible, that there
are at least three standard offer providers in each T& utility
service territory as long as this does not result in significant
adverse inpact on rates. To conply with this requirenent, the
provi sional rule specifies that the Conm ssion will choose
mul tiple providers wwthin each territory as long as doing so w |
not increase total electric rates of standard offer customers by
nore than 0.5% The provisional rule also states that each
sel ected provider will receive the price it has bid, although
pursuant to section 2(A)(4), custoners would pay a wei ghted
average of all providers’ prices. The provisional rule has been
nmodi fied fromthe proposed rule in two respects. First, the
provi sion restricting the nunber of providers in each territory
to three has been renoved as a neans to ensure that the entire
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load is served at the | owest prices.! Second, subsection C(3)
provi des for breaking a tie by stating that, if winning bid
prices are identical, the Comm ssion may act to break the tie
t hrough such nmeans as discussions with the tied bidders or

t hrough a re-bid.

MPS and BHE commented that the criterion for
significant rate inpact of 0.5% of the total electric bill is too
hi gh and shoul d be replaced by 0.5% of the standard offer
component of the bill. The concern is that our proposed
differential may increase the standard offer price and reduce the
incentive to mnimze bids. The determnation of a threshold for
a significant rate inpact is clearly one of judgnment. W have
bal anced price inpact with the |egislative goal of pronoting
mul tiple providers. Too small a price inpact could thwart the
| egi sl ative goal; too | arge woul d cause unaccept abl e adverse
price inpacts. An inpact on the total bill of greater than 0.5%
is a reasonabl e bal ance of these objectives.

The Coalition expressed concern that limting the
nunber of providers to three and allowing bids in 20% i ncrenents
may result in bids that do not cover the entire standard offer
| oad. W have addressed this concern by allowi ng nore than three
providers in such an event.

The Coalition al so suggested a “green tie-breaker”

for a situation in which there are identical bid prices; in such
a case, the Comm ssion would choose bidders with the nost
renewabl e resources. W have decided to address the possibility
of identical bid prices by the nethod described above, including
are-bid if necessary. This approach pronotes the bid process
objective of mnimzing standard offer prices. Additionally, a
green tie breaker raises inplenentation issues that would need to
be resol ved, including a nethod for verification and for
addressing the continual changes in providers’ portfolios.
Mor eover, we believe the Legislature has addressed “green” issues
inits renewables portfolio requirement. W find no basis in the
| egi sl ation for extending a preference for any particul ar source
of power into the standard offer bid process.

Finally, the Coalition and MPI stated that because
CQU territories are small, it may be appropriate to choose only
one provider. W do not have the authority to adopt this
suggestion. Section 3212(2) requires the Comm ssion to pronote

“For exanple, if the Comm ssion received only five bids for
20% of the load, it would need to select all five bidders so that
the entire load is served. Additionally, there may be situations
where selecting nore than three bidders would result in | ower
overall prices than fewer providers.
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multiple providers “in each transm ssion and distribution utility
service territory.” This language is clear and does not provide
an exception for COU territories.

| . Section 9: Failure of Standard O fer Provider to
Provi de Servi ce

The provisional rule specifies a series of actions the
Comm ssion woul d take in the event a selected provider fails to
fulfill its obligations. It is our expectation that the rule’s
financial capability requirenents will make such an event
unlikely. However, if a default did occur, the rule contains
provi sions designed to replace the provider in a nmanner that
m nimzes the need to increase standard offer price. |If a
failure to provide service occurs, the Conm ssion has the option
to ask other providers within the service territory to provide
repl acenent service at the defaulting provider’s prices; allow
any ot her standard offer provider in the State to provide
repl acenent service at the defaulting provider’s prices; or
initiate a bid process to choose a new provi der as soon as
possible. In the neantinme, or if it is too late in the standard
offer termto obtain new providers, the T& utilities wll use
the revenue received fromthe standard offer custoners (that the
utilities previously paid to the defaulting provider) to pay for
the energy that continues to be supplied to customers through the
New Engl and grid.' The provisional rule specifies that the
proceeds fromthe defaulting provider’s bond, letter of credit,
or corporate guarantee will be used to defray any additional
costs of replacing standard offer service. This provision has
been nodified fromthe proposed rule consistent with the change
inthe rule that allows a letter of credit or corporate
guarantee, as well as a bond to satisfy the financial capability
requi renent. See section IV(C(1)(c) of this Oder.

BHE stated that the required T&D activity under the
rule may violate the statutory restrictions on the retail sale of
el ectric energy by T& utilities and expressed a concern that it
woul d not be able to plan for the load. Qur viewis that the
required T&D utility actions do not constitute selling
electricity at retail and, thus, are not prohibited by the Act.
The T&D utility sinply uses available funds to pay for the
electricity that is, in essence, autonmatically provided to
standard offer custoners in the event of a default. However, our
interpretation of the statute is not certain. Thus, we wll seek
a nodification to the Act that clarifies that the T& utility can

2I'n the event standard offer prices exceed market prices at
the tine of a default, the excess will be returned to standard
of fer custoners.
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act in a manner contenpl ated under the provisional rule in the
event of a standard offer default.

In reaction to BHE' s concern that it would not have
time to plan for | oad, under the regional whol esale systemthere
will be rules and provider obligations designed to ensure
adequate supply in the region, including for Miine s standard
offer load. W do not expect BHE or any other T&D utility to
plan for this load in the traditional sense. Any T& utility
obligation to provide supply in the event of a default should be
short-lived; its obligations will exist only for the tinme period
it takes for the Comm ssion to secure an alternative provi der of
standard offer service.

MPS commented that if a T&D utility incurs costs in
excess of the financial capability requirenent proceeds and the
revenue from standard offer customers, the utility nust be
permtted to recover the additional costs through a
reconciliation mechanism In the event a utility incurs such
costs, we agree that the costs should be recovered (nost |ikely
t hrough standard offer price increases). T& utilities should
not be at financial risk through any obligations that they have
in the event a standard offer provider fails on its obligations.
We decline, however, to specify any particular cost recovery
mechanismat this tine. W would decide specific ratenmaking
treatment at the tinme such action becones necessary.

CWP stated that if there is nore than one standard
offer provider in a service territory, the other standard offer
provi der (s) should provide the tenporary service. W do not
adopt CMP s suggestion. It is preferable for the T& utility to
act in the tenporary role of paying for replacenent power because
it already has the obligation to collect and transfer standard
of fer customer revenue to providers. The provisional rule does
gi ve the Conm ssion the option to determ ne whet her other
provi ders would voluntarily provide service.

Dirigo comented that we should add a reference to the
rules of the Maritinme control area along with those of the | SO NE
in the provision regarding the T& utilities’ paynent for
repl acenent service. W have accepted this suggestion.

V. RESPONSE TO GENERAL COMMENTS

In this section, we discuss comments addressed to the
general approach contained in our standard offer rule.
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A. Basic Structure of Service

Enron chal |l enged the provisional rule's basic structure
for the provision of standard offer service by characterizing it
as a “wholesale nodel” that is inconsistent wwth the Act and the
public interest. Enron stated that, under the rule’s approach,
service is not provided directly to the custonmer and there is no
contractual relationship with custonmers. Rather, the custoners
essentially receive bundled service fromT& utilities in a
manner that to closely resenbles today’s electric service. No
ot her commenter objected to the basic structure of the rule in
this regard.

We do not find the | abel of “whol esal e nodel” as
opposed to “retail nodel” to be neaningful in this context. 1In
essence, Enron objects to several of the rule’s individual
provi sions that, taken together, it characterizes as whol esal e
service. These are: (1) the provisions that maintain the T&D
utility as the entity responsi ble for custoner contacts, billing
and netering; (2) and the provision allowing for multiple
standard of fer providers under which providers are responsible
for a percentage of total standard offer service, rather than
desi gnated custoners. W have discussed the individual nerits of
each of these provisions. See sections IV(C)(2) and IV(E)(1) of
this Order. Here, we respond to Enron’s conments that, as a
whol e, the rule’s design results in a wholesale service that is
not envi sioned by the Act.

We di sagree that the formand structure of standard
of fer service required by the provisional rule constitutes a
whol esal e service. There is no entity buying from providers and
re-selling the service to consuners. The standard offer
provider(s) is the entity legally responsible for providing
generation service to retail standard offer custonmers. It has
the obligation to secure the necessary resources and provide
generation service to retail custoners. The T&D utility never
takes title or otherwi se controls generation resources necessary
for the provision of standard offer service, nor does it have any
obligation to provide retail generation service. The fact that
custoners are not directly assigned to a specific provider (if
there is nore than one) and that the T& utility remains the
entity responsible for custonmer contacts, billing and netering
for both generation and T&D service does not transformthe
provi sion of standard offer service into whol esal e servi ce.

We agree with Enron that the provisional rule closely
resenbl es current service; we disagree with Enron, however, that
this result is inconsistent with the Act. Standard offer
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service, by its nature, should mrror existing service fromthe
custoner’s perspective. A nmjor purpose of the service is to
avoid significant disruptions in service (for a period of tine)
for those custoners who are not imediately interested or able to
make the effort necessary to enter the conpetitive market.
Standard offer service allows customers to become famliar
gradually with the radically different nmeans by which electricity
is provided and to becone confortable with choosing a conpetitive
provider. It is prudent to begin the shift to a conpetitive
retail market carefully and deliberately, and to reassess our
basi ¢ approach to standard offer service after retail conpetition
has existed in Maine for several years. |In the neantine, the
provi sional rule does take steps, as discussed above, to inform
standard offer customers that their service is no |onger provided
by a single entity by requiring that the bills separately state
standard offer charges and prom nently identify the entity or
entities that are providing the generation services.

B. Sel ection of Providers in COU Territories

Dirigo comented that the generation service provided
by COUs shoul d becone the standard offer service within the COU
territory; the COU would acquire generation resources through a
bid process, subject to Comm ssion review. Dirigo argued that,
in the absence of such an approach, there would be two simlar
services within a territory, both provided through a bid process
for the same purpose; such a result would be confusing to
custoners. Dirigo stated that COUs that provide standard offer
service are not the standard offer providers; the actual
providers are those entities that are selected through the bid
process. During the technical conference, Dirigo clarified that
it was essentially proposing that the COUs act in lieu of the
Comm ssion as the bid process adm nistrator; the COUs, rather
than the Comm ssion, would solicit bids and select the standard
of fer provider.

The statute in this regard is quite clear. Section
3212(2) states that the Commi ssion shall adm nister the bid
process to select standard offer providers and that process
shoul d include a nmethod to encourage at |east three providers in
each territory. For this reason, we cannot accept Dirigo' s
proposal. However, we have no objection to a | egislative change
that would allow COUs to be the entity to adm nister the standard
offer bid process in their territories as long as they act in
accordance wth the Comm ssion's selection rules and criteria.
Accordingly, we would not oppose a nodification to the
| egislation that would allow COUs to act in this manner.
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C. Muni ci pal Aggregation as Standard O fer Service

The Coalition and Cunberl and County proposed that
cities and towns have the option to aggregate standard offer | oad
and, in essence, becone the standard offer provider within their
borders. This would occur only through the appropriate political
process necessary for such governnental decisions. Under the
proposal , the governnental entity would provide standard offer
service if it could do so at a |l ower price than the standard
of fer provider selected through the Comm ssion bid process. The
cities or towns would conduct a bid process subject to Conmi ssion
approval, but would not have to conply with the standard offer
bid rules, nor would they have to conply with provider
obligations (e.g., posting a bond) that m ght hinder their
ability to provide the service. According to the Coalition and
Cunmber |l and County, the benefits of such an approach include | ocal
control and accountability, |local know edge of resident needs, a
pronoti on of nunicipal aggregation, and nunicipal experience in
publ i c bidding and comrunity contracting.

We cannot support the Coalition/Cunberland County
proposal both because it would violate the Act and does not
appear to be a workabl e approach or consistent with the overal
public interest. As nentioned above, section 3212(2)
unequi vocal ly states that the Comm ssion shall adm nister the bid
process pursuant to Conm ssion-adopted rules that the Legislature
will explicitly review. A provision that allows |oca
governnents to opt to becone the standard offer provider within
their borders and adm nister a bid process subject to their own
rules is clearly contrary to the statute.

Mor eover, the Coalition/Cunberland County proposal is
problematic on its nmerits. Under their proposal, it would appear
that the Conm ssion would adm nister its bid process and choose a
provider(s) for the T&D territory pursuant to the standard offer
rules. At any time subsequent to the selection when the bid
price is known, a |ocal governnment could attenpt to obtain a
| oner price and then act to becone the standard offer provider
within its geographic area. This would put the standard offer
provider in an untenable position of having to bid on standard
offer load within an existing T& utility under circunstances
where | arge portions of that standard offer | oad may suddenly
obtain service fromanother provider. The high degree of
uncertainty inherent in such an approach could cause an increase
in standard offer bid prices as an offset to the provider’s risk.

An alternative approach under which a | ocal governnent
chooses to opt-out of the standard offer before the initial bids
are presented is also problematic. Governnental entities would
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have to opt-out before potential standard offer providers submt
their bids so that bid prices would not reflect the risk of a
sudden loss of load. |If the local governnment is required to opt
out prior to the standard offer bids, it could not know whet her
the price of its service would i ndeed be | ower than that of the
standard offer providers. Any such advance opt-out would have to
be final and irrevocable; the nmunicipality (and custonmers wthin
their borders) would bear the risk that its standard offer price
woul d turn out higher than the low bids |later received by the
Comm ssion. Allowing nmunicipalities to opt back in after a
failed attenpt to obtain a | ower price presents simlar provider
uncertainties as an opt out after bids are submtted. Finally,
al |l om ng geographic areas within existing territories to opt out
woul d nmake the standard offer process nore conpl ex and possibly
di m ni sh the advant age of geographic cost averaging that may

exi st for generation in current service territories.?®

To conclude, we note that if a |ocal governnent can
provide a lower price than the standard offer provider, it may
beconme an aggregator under the statute and provide a service
option to its citizens. That may occur, for exanple, if a
conpetitive provider sought to provide the electricity needs for
a local governnent’s buildings and facilities, and sinultaneously
offered attractive electricity prices for residential citizens;
in such a case, the town mght decide to provide what is in
essence an aggregation service to its citizens for those who want
to choose it. This approach is simlar to “affinity” marketing
of products such as credit cards and would increase choices to
citizens in nunicipalities, rather than decrease themas woul d
occur under Coalition and Cunberl and County proposal.

Accordi ngly, we
ORDER

1. That the attached Chapter 301, Bidding Processes and Terns
and Conditions for Standard O fer Electric Service is hereby
provi sional |y adopt ed;

2. That the Adm nistrative Director shall submt the
provisionally adopted rule and related materials to the
Legi slature for review and authorization for final adoption;

3. That the Adm nistrative Director shall file the
provisionally adopted rule and related materials with the
Secretary of State; and

BSection 3212(1) requires the retention of geographic
averaged prices for all custoners in the sane cl ass.
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4. That the Administrative Director shall send copies of this
Order and attached rule to:

A

B

All electric utilities in the State;

Al'l persons who have filed with the Comm ssion within
the past year a witten request for notices of
rul emaki ngs;

Al'l persons on the Comm ssion’s |list of persons who
wi sh to receive notice of all electric restructuring
pr oceedi ngs;

Al'l persons who have filed comrents in Docket No.
97-739; and

The Executive Director of the Legislative Council, (20
copi es).

Dat ed at Augusta, Maine this 11th day of February, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director

COMM SSI ONERS VOTI NG FOR: Vel ch

Nugent
Hunt



